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1.Growing Hope and Jobs: A roadmap to sustainably revitalize Afghanistan’s agriculture and food systems
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while, concentrate on client trust, offering
modern, flexible solutions that meet evolving
expectations while safeguarding assets and
data. Both perspectives converge on the same
principle: tokenization must deliver efficiency
and innovation without compromising the sta-
bility and reliability that underpin finance.
Conclusion

Tokenization is more than a technical up-
grade, it is a strategic shift. For central banks,
it strengthens systemic stability and resilience.
For private banks, it unlocks new services, ef-
ficiencies, and client engagement. Together,
these perspectives show how digital assets are

redefining finance from policy to practice, re-

shaping both the architecture of global re-
serves and the experience of individual inves-
tors.

Anwar Ullah Hayat

Senior Publications Manager,

Da Afghanistan Bank
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traditional debt instruments can be digitalized
to achieve faster settlement and greater trans-
parency. Similarly, JPMorgan has piloted de-
posit tokens, designed to facilitate secure and
efficient payments across institutional clients,
bridging conventional banking with digital as-
set ecosystems. These initiatives show that to-
kenization is not just theoretical but is being
actively tested by major financial institutions,
with tangible benefits in efficiency, liquidity,
and client service. Such case studies illustrate
how private banks are positioning themselves
at the forefront of financial innovation, using
tokenization to diversify products, reduce op-
erational frictions, and meet the evolving ex-
pectations of a digital-savvy client base.
Shared Opportunities and Risks

Despite their different perspectives, central
and private banks encounter a set of overlap-
ping opportunities that make tokenization at-
tractive across the financial system. One of the
most significant is the potential for faster set-
tlement, which reduces counterparty risk and
frees up collateral more quickly. Tokenization
also enhances transparency by recording
transactions on distributed ledgers that are
auditable and secure, thereby improving trust
in both wholesale and retail markets. Beyond
efficiency gains, tokenization can democratize

finance by enabling fractional ownership of

high-value assets, opening access to investors
who were previously excluded. It also supports
the creation of entirely new financial products,
from tokenized bonds to digital deposit instru-
ments, expanding the range of tools available
to both policymakers and private institutions.

At the same time, both central and private
banks must contend with risks that temper the
promise of tokenization. Regulatory uncer-
tainty remains a major challenge, as legal
frameworks for tokenized assets differ widely
across jurisdictions and questions of settle-
ment finality and property rights are not yet
fully resolved. Adoption is uneven, with some
markets moving quickly while others remain
cautious, creating potential fragmentation.
The costs of technology integration are also
significant, requiring investment in infrastruc-
ture, cybersecurity, and operational resilience.
These risks highlight the need for careful de-
sign, pilot programs, and international coop-
eration to ensure that tokenization strength-
ens rather than destabilizes financial systems.

Ultimately, the overlap between central and
private banks lies in the balance they must
strike between innovation and credibility.
Central banks focus on systemic trust, ensur-
ing that reserves, settlements, and cross--
border flows remain robust in a complex

global environment. Private banks, mean-




Central Bank has also studied tokenized settle-
ment models as part of its wholesale CBDC
research, focusing on how distributed ledgers
could integrate with TARGET
(Trans-European Automated Real-time Gross
Settlement Express Transfer) services to mod-
ernize euro-denominated debt issuance.
Meanwhile, the Bank of England has exam-
ined tokenization in the context of systemic
resilience, linking it to broader discussions on
CBDCs and financial stability. These initiatives
illustrate that for central banks, tokenization
is not a speculative trend but a carefully man-
aged exploration of how digital infrastructure
can reinforce trust, efficiency, and resilience in
reserve management and sovereign debt mar-
kets.

Taken together, these perspectives show that
for central banks, tokenization is fundamen-
tally about efficiency, transparency, and resil-
ience—ensuring that reserves, settlements,
and cross-border flows remain robust in a
fragmented and politically complex global fi-
nancial system.

Client-Centric Innovation

Private banks approach tokenization from a
distinctly client-focused perspective, seeing it
less as a matter of systemic resilience and

more as a powerful tool for innovation and en-

gagement. Industry commentary, such as that
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in The Banker, highlights how deposit tokens q
can bridge traditional banking with the digital s
economy, enabling faster, cheaper, and more
secure services that appeal to a new genera-
tion of investors. BlackRock’s 2025 analysis
went further, comparing tokenization to the
invention of SWIFT and describing it as the
next major evolution in market infrastructure,
capable of transforming how assets are issued,
traded, and held. For private banks and asset
managers, the practical applications are com-
pelling: fractional ownership of high-value as-
sets such as real estate, art, or infrastructure;
the creation of liquidity in markets that were
once illiquid; and enhanced compliance re-
porting through transparent, programmable
ledgers. These innovations not only diversify
product offerings but also reduce operational
costs and improve client trust through clearer,
real-time reporting. In this way, tokenization
becomes a source of competitive advantage,
allowing private banks to meet growing de-
mand for modern, flexible financial solutions
while positioning themselves at the forefront
of a rapidly evolving financial landscape.
Building on this perspective, it is useful to
highlight how private banks are already ex-
perimenting with tokenization in practice.
UBS, for example, has issued tokenized bonds

on blockchain platforms, demonstrating how
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tokenization is closely tied to experiments
with wholesale central bank digital currencies,
tokenized sovereign debt, and new settlement
infrastructures designed to improve collateral
mobility and reduce counterparty risk. For
private banks and asset managers, the attrac-
tion lies in product innovation such as frac-
tionalized ownership of high-value assets, li-
quidity creation in markets that were once il-
liquid, and enhanced reporting and transpar-
ency for clients. Yet the promise is tempered
by challenges: uneven regulatory regimes, cy-
bersecurity vulnerabilities, and the risk of
fragmented systems without global standards.
Geopolitical dynamics add further complexity,
as tokenized cross-border settlement could
both reduce reliance on traditional correspon-
dent networks and accelerate the rise of paral-
lel financial blocs. Against this backdrop, to-
kenization is emerging not simply as a techni-
cal upgrade but as a structural shift—one that
redefines finance from the top down, through
policy and reserve management, and from the
bottom up, through client services and market
innovation.

Policy and Systemic Stability

For central banks, tokenization is not pursued
as a fashionable innovation but as a means of
reinforcing systemic resilience and ensuring

the stability of financial infrastructure. The
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IMF’s Fintech Notes (2025) argue that tokeni-
zation can reduce inefficiencies across the as-
set lifecycle, making issuance, trading, and
settlement more transparent while lowering
settlement risks. The World Bank’s initiatives
between 2024 and 2026, including pilots with
tokenized bonds and wholesale central bank
digital currencies, demonstrate how distrib-
uted ledger technology can modernize debt
issuance and reserve management, offering
faster processes and more secure custody ar-
rangements. Meanwhile, discussions in The
Economist and at the World Economic Forum
highlight how tokenization is increasingly tied
to geopolitics, as reserves and payment sys-
tems become instruments of national strategy
rather than neutral financial tools. This shift
underscores the need for new frameworks of
trust, independence, and interoperability.

The Swiss National Bank, in partnership with
the World Bank, issued a digital bond denomi-
nated in Swiss francs using distributed ledger
technology, demonstrating how sovereign debt
can be tokenized and settled securely on new
rails. The Monetary Authority of Singapore,
through its Project Guardian, has piloted to-
kenized government securities and cross--
border settlement experiments, exploring how
tokenization can reduce settlement risk and

improve collateral mobility. The European




Tokenization and the Strategic Shift in Global Finance

The financial world is entering a new era
where tokenization or the digital representa-
tion of assets on distributed ledgers is begin-
ning to reshape both policy frameworks and
market practices in significant ways. At its
core, tokenization enables ownership rights in
assets such as bonds, equities, real estate, or
commodities to be expressed as secure, pro-

grammable digital tokens. This innovation

promises faster settlement, greater transpar-

ency, and wider access to markets, while also
opening the door to new forms of financial in-
termediation. Leading institutions are paying
close attention. For instance, the Bank for In-
ternational Settlements (BIS) has described
tokenization as a frontier for efficiency and
trust, and both the IMF and World Bank em-
phasize its potential to modernize debt issu-
ance, strengthen reserve management, and

reduce systemic frictions. For central banks,
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